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Expected Return 
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Probability (p) of Strong Demand 


(a) The value of p for which the expected annual return for the vans is equal to the expected annual return for 
the coaches is 0.76. If the probability of strong demand is less than this value, which decision, running 
coaches or running vans, will provide the greater expected return? Justify your answer. 
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(b) There are several thousand markets similar to Lonestar’s market across the country. A random sample of 100 
of these markets reveals that the demand for an airport shuttle is strong in 65 of them and the demand in the 
remaining 35 is weak. Using the results of this sample, construct and interpret a 95 percent confidence 
interval for the proportion of similar markets that will experience a strong demand. 
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(c) The president of Blue Shell has decided to use vans for the new route. Using the results of the analysis in 
parts (a) and (b), write a few sentences to justify this decision. 
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(d) After looking at the interval in part (b) and considering possible annual returns, the vice president of Blue 
Shell believes that the president has made an incorrect decision in choosing to use vans. Explain how this 


conflicting position could be supported. 
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(a) The value of p for which the expected annual return for the vans is equal to the expected annual return for 
the coaches is 0.76. If the probability of strong demand is less than this value, which decision, running 
coaches or running vans, will provide the greater expected return? Justify your answer. 


Running, Wang wild preville Ve greater Cyyeckd cthrn. On tHe 
Jouph ar day gird Loe Lely of Me mysstebion TH 


oad dy of stm Wmand 19 1255 than Tb,,) 


Through out rhe iene fam EC po .76 qh © x pected 

Cedven Cor fe van 1S higher Wn ane € hy 
Ww a © 

Lom  WetheR Vang hey Vy vind, 


GO ON TO THE NEXT PAGE. 
-13- 


Copyright © 2003 by College Entrance Examination Board. All rights reserved. 
Visit apcentral.collegeboard.com (for AP professionals) and www.collegeboard.com/apstudents (for AP students and parents). 


(b) There are several thousand markets similar to Lonestar’s market across the country. A random sample of 100 
of these markets reveals that the demand for an airport shuttle is strong in 65 of them and the demand in the 
remaining 35 is weak. Using the results of this sample, construct and interpret a 95 percent confidence 
interval for the proportion of similar markets that will experience a strong demand. 
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“(c) The president of Blue Shell has decided to use vans for the new route. Using the results of the analysis in 
parts (a) and (b), write a few sentences to justify this decision. 
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(d) After looking at the interval in part (b) and considering possible annual returns, the vice president of Blue 
Shell believes that the president has made an incorrect decision in choosing to use vans. Explain how this 
conflicting position could be supported. 
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